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MEMORANDUM FOR: Director of Central Intelligence

SUBJECT: Proposed Amendment to the Central Intelligence
Agency Retirement Act

l. This memorandum contains a recommendation for the approval of
the Director of Central Intelligence., Such recommendation is set forth in
Paragraph 7,

2. The purpose of the amendment is to shorten the time lag between
the commencement date of an annuity and the date the annuitant can realize
a cost-of-living adjustment,

3. The cost-of-living adjustment provision of the Central Intelligence
Agency Retirement Act of 1964 was patterned after provisions of law enacted
in 1962 and 1963 for civil service and military retirees, It requires a
minimum period of 15 months to elapse before an annuitant is eligible to
receive his first cost-of-living adjustment, Iurther, the minimum 3 per
cent rise in price index needed to kick off an adjustment must be computed
and sustained on an average calendar year basis with the increase being
delayed until 1 April of the succeeding year. A recent change in Adminis-
tration policy has prompted Congressional action to liberalize these features.

4, This month the Senate Committee reported out the Armed Forces
pay bill with an amendment tying cost-of-living annuity adjustments to monthly
price indexes, accelerating to a more current date the adjustment due 1 April
1966, and providing for more current payment of subsequent adjustments.
This amendment has become law. Similar amendments to the Civil Service
Retirement Act and the Foreign Service Retirement system are under active
consideration by Congress, and while enactment of legislation of this type is
never certain, the outlook for early passage of the civil service amendment
is favorable, '
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5. A similar amendment for the Central Intelligence Agency Retire~
ment system would be consistent with current Administration policy suppoxrt-
ing a change in the cost-of-living formula for the civil service and military
systems. It would also be in line with the objective of maintaining uniform
cost-of-living adjustment provisions for the major retirement systems.

6. If the civil service amendment is approved, civil service retirees
will receive an annuity increase of 6.1 per cent on 1 December 1965, Four
and six~tenths per cent of this increase represents the per centum change in
cost of living since 1962. The remaining 1.5 per cent is a special adjust-
ment, This increase will apply to all who retire by 1 December 1965, Since
this relatively large increase is being made available on a prospective basis,
the Civil Service Commission expects a heavy increase in voluntary retire-
ment by 1 December 1965, '

7. It is recommended that the Director sign the attached letters
to the Speaker of the House and the President of the Senate, proposing an
amendment to Section 291 of the Central Intelligence Agency Retirement .
Act of 1964 which is parallel to the amendment now pending before Congress
for civil service retirees. This recommendation has the concurrence of
appropriate Agency officials, through the mechanism of the Central Intel-
ligence Agency Retirement Board, and the Director of Personnel,
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Honorable 3&&& We B chanacE‘;
Speakew

vuse of Representativesn
Waohington, D, C, 20515

~

dear Mr. Speakers

This letter tranemits for the consideration of the Conrress a
proposed amendient to the Central Intellizence Arency Retirement
At of 1964 for Cortain Employees., The pr oposed armendment authorizes
monthly periods to be used in computing the rise in Consumer Price
Inuexes and provides for cost-of-living adjustinents of annuities on a
more curvent basis, : k
Lhe costeof-living adjustrnent provision for the Central Intels
ligance £ bgbm: y Retirement system was adented frowm provisions of law |
tien applicable to civil service and mihmrv retirees. The provision
wifecting zr-“i’*’*az'v retirees was receatly arcended by Public Law 89-132,
This amendenent poare adjustrrents to monthly rather than average
calendar year Conswmrer Price Indexes, accelerates the annuity increases
due oa 1l April 1968 to a more current date, and provides for the move
rrent payenent of subsequent increases, Sireilar 1egisia.tion for civil
:3mvice retirees was approved on 27 Septermber 19463 5{P.1. 89.2038),

The reasons for changing the mechanics of cost-of-living adjust«
ments for military, foreion service, and civil service retirees apply
with egual force to retiress under the Contyal In stellizence Agency
Mvtzrem ent system. Enactment of the provosed amendment will as8ure

niat the Central Intellizence Agency Retirement system remains in line
\.ﬁtn these other retirement svsgenw and Administration policy.
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I THE BOUSE OF REPRESENTATIVES

S BLLL

o provide certain increases muities payable from the Central

telligence Agoncy Petirement and Disability Fund, and fov other purposes.

cozcied by the Senate and House of Renresentatives of the United

1
T e
o Leks HED DA

PR e
= 2 l“}.L

Americo in Convress a&:semblad, That Section 291 of the Central

intelligence Agency Retirement &ct of 1964 for Certain Emplovees (56 U.58.G.
403 note) is amended to read as follows:
HSRC. 29k, {2) Cn the basis of determinations made by the Civil

Service Commission pursuant to Section 18 of the Civil Service Retivement Act,

ug smended, pertaining to per centum change in the price index, the following

adjustioents shall be made:
Aok
Yy Lifective Becember i, 196% each annuity payable from.

the fund which has a commencing date net later-than Deternber 1, 1963,

ow-giiective as of the commencement date cach annuity payable from

the fuad (edmer—timythe ammuity of a child entitlod Gndés 5eétion 224e))

i . el g
d on separation for retirement ov death of a participant on or aféer
Lrecewber 1, 1565, but not later than December 30, 1966, shall be ine~
creased by {2} the per centum rise in the price indesx, adjusted to the
pearest one-tenth of 1 pey centurn, determiined by the Comumission oa

b el
tha basis of the annual average price index for calenday vear M5 and
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N et E g . .
the price nden fo7 the month of July of calendar vear 1905,

plus {2} 1 1/2 per conturn., The soonih of July of calendar

incresse GLOUTd.
LN SUNI SN S e
“{3} "113:; ciive the fizst é?ﬁ s of tha ¢hivd roenth which
.
..t

ais afioy i e price ndex shal

izast 3 per contum for three cons

price index {ur the bage monik,
ihe fund m‘fzim& kas a commencing ¢ J.i not Iater than such

-

eifective date ghall be ivcronsed s the por cam

the price index ia&i&.&az on ihe highest level of the price

index during the (hree coasgoutive wonihs) adiuated to the

k‘

nearest onge-tenth of 1 por centum, ©

ey ﬁ"ﬁf"ihmﬁ; foz an ﬂnf:mw im ase under thiz seetion ahall

be governed by the conrcencing dats of euch aanuity

TR

fund a3 of the effective date of an Incvenzs, cacept as fullowas

{1} Bifeciive {from its comrnencin

B8y a.:sie fyorn the fund fo an annuliant’s survivor {other thaz a

ehild en

the day af
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UEBTINICATION AND LXPLANATION

1. ITuxvese. The purpore of the proposed logisletion 1o to provide

s ¥ i oD &

tor no adjustment of snnuities on the basis of monthly Consumer Price Index

igclicators and to accelerste the costeniwiiving adinstrment of annuities under
the Centy welligence Ageacy Retivement Act of 1964 for Certoin Kinployees.

do  imckpround Siaterncnt, The Gentral Intelligence Ageacy Retives

mont Act of 1964 suthorizes automatic cz}s,t-manvwrf adjustments on the basis

of Consumer Frice Index rises by an annual average of 3 per centum or more

)

for a celiendar year and establiches 1 Ap

T

ril 1966 as the carlicst effective

FESE
aste for the first such annuity incresse. The autormatic adjustment principle

Fg

wag incornorato

Qa
[
w3
)
Ex

bae Clvil Service Hetirernent Act in 1962, The Civil

service Retirement Act automatic adjustment provisicn was incorporated

']“v-

into the Centrel Intelligence Ageuncy Retirement Act when it was m’zs.ﬁei in

1964, The Benste Neport supporting the bill to provide for the Central lutel- )
igence Agency Hetirement System states that the Scnate Comunittee Y., . 2dopted
new langusge avthorizing incveases in the vetived pay of snovitants based upon
the identicael gystemn now in effect for retired Civil Service employees proe
\

viding for periodlc increases in retived pay based on mi inimum 3 per centum

-

‘wdvances in the Consumer Price Index,' {88th Congress, Second Session,
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Sonate Report 1589.) Similar reference to this cost-of-living feature was
roade during Scnate consideration of the amended bill which became low.

At the time 2 similar basis for adjustment existed for the benefit of militavy
rmembers of the Armed Forces.

5

3. Tocent Conmressional Consideration., The 8%9th Congress, at the

request of the Secretary of Defense, mamended the cost-of-living provision
affecting military retivees, This amendment gears increases to monthly
rather than average calendar year Consumer Price Indexes and accelerates
the cost-of=living adjustment due on i April 1966 to a more current date.
"This amendment has become law {P,L. §9-132). Similar legislation for
ihe benefit of civil service retivees was approved on 27 Sentember 1965
{P.L. §9-205), The Chairman of fhe Civil Service Commiseion has stated
his support for this legislation, Similar legislation is 2lso being processed
for the benelit of foreign service personnel under the Foreign Service
Retirement Systent.

4, Justification. The proposed amendment will aggure that the cost-

of-living adjustment provigion of the Central Intelligence Agency Retirement
Systern is consistent with Administration policy supporting a revised method

of datermining costeof-living increases for civil service ana military retirees,

2
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.

matod that the annelities of 30 rotirees

?‘J

fected by the propoused ndtial arneliy increase

of Ga.1 per cont. Dased on an aversre retirvee amuilty of 56, 644, the annual

increase por anauitant would be $366, making o toial of (10950 for the entire

ﬁ"‘s

grouy of retiress. Dased on an average survivor sanuity of 53366, the

i

nerease por amwcliant would be =d£}2, making a total of 56063 for the

silve sroun. Yhus the tolzl additional cost of the proposed initial increase

S

wf &1 per cent would be i1, 583 per yeav, g
T

owever, the fivsteyear cost would be somewhat less since the
increasa would annly only fo the sevon=month period from Decermber 1965
hroush June 1554, On this basis, the fivsteyear cost would be 7/12 of the

oty 52y o b e O s
cunual cusl, or S0, T35,

BHE

in the ebsence of actuarial experience wnder ﬁna CIA retizement

£

e o lonz range estimate, the currvent estimale of

muaual cost has been projected on a [ull yaar basis over fiscal vears 1967

L}i

tharouch 1970 for & total of 546, 338, This figure added to the 'Y 1958

raate of 56, Y55 produces an estimated additional cost of 5,333, G587 for

.

el

k}.}
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